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On Jan. 29 in Washington, the International Monetary Fund (IMF) announced approval of a US
$2.1 billion stand-by agreement. The loan is to be disbursed in seven installments through late
August 1993. Each installment can be halted if economic targets are not met. At the government's
request, 25% of each installment can be set aside for reducing foreign commercial bank debt.
The IMF said that in addition to privatizing state-run enterprises, Brasilia has implemented tight
money policies, and has committed to tax reforms, and reducing consumer price inflation. A
flexible exchange rate regime is to be put in place "to safeguard external competitiveness" during
the ongoing liberalization process. On Jan. 28 in New York, negotiations between government
officials and the steering committee representing Brasilia's foreign commercial bank creditors were
resumed after a 1-1/2 month recess. Medium- and long-term debt owed the banks totals US$52
billion. In 1990, the Japanese government provided a loan to support the Mexican government's
debt reduction program. Tokyo refuses to do the same for Brazil until President Fernando Collor
de Mello's administration agrees to an IMF- sanctioned three-year economic program supported
by an extended facility loan. Discussion of an extended facility accord is not possible until the
Fund evaluates economic performance under stand-by loan conditions for two or three quarters.
The banks and the government are not willing to wait for six to nine months to conclude a debt
rescheduling and reduction agreement. Consequently, the bank steering committee wants to
arrange terms for the short term. If certain conditions are met, a long-term accord would follow.
Bankers reportedly doubt that Brasilia can maintain the economic stabilization program specified
under the IMF stand-by loan agreement. (Basic data from several reports by Agence France-Presse,
Spanish news service EFE, 01/28/92, 01/29/92; Associated Press, 01/29/92)
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